
EX PARTE OR LATE FILED
Ameritech's Allocation ortJSl ~DPnOulAdjUitmem"

Amonl the Pri;e Caps'Baskets
(llevised Exhibit 4 Filed on 12117/91)
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In1leYilec! Exhibit 4 in Transmittal No. 1136 filed on 12/17/97, Amlritech first compu~~;:~.II::'ii~
the total USF exOpnOUI amoUl1t to be S94,21S,S13 (explained on pa•• 2 ofRevise4 iy ~
Exhibit 4), There does !lot appear to be any question coDCCmiaa this computation. The
second part ofRmsed Exhibit 4 allOQAted the total US? cxopnous amount amona the
price caps baskets and b&nds. Questions have been raised by the Competitive Pricing' ' ' .
Division COtlcemin. the revenues (51.2M) used to allocate ,USt: GOI.nous amounts to the
tnmlcina bLSket and the revenue (S67.7M) used to allocate the USF tnmkina exogenous
amoullts to the service bands within the trunJeina basket. The fonowina mat.rial proYides
an explanation of the two part allocatiol' procels used in ~secl Exhibit 4.

Allocation to tb. priM C'g Baakets

The first stE:p in the allocation ofthe exogenous amount to the differeDt bukets was to
develop a percentale oC appropriate revenues by basket. Ameritech used the same end
user rwenues that were used to compute USF exoaenous amounts in FCC Fonn 457 to
develop these percentiles and then mapped the revenues to the price cap baskets as
follows:

Bug &eyenue Form 457 Line(s)

CommonLme
lnterexchange
Trunldna

Subscriber Line 35
Toll &: Long Distanee 43,44,45,47
Other Local Service 38

\

'\ The Competitive PriciDI Division wed for an explanation ofthe amount ofother local
aervicoc rwenues, 51.2M. used to allocate the USF exogeDous amounts to the tNnking
basket. This number repreaenu the amount of end user revenue b••ed on the instNctions
for PCC Form 457. It includes interstate revenue, for January, 1997 throush June. 1997
from account 5200 derived ft'otu IXCs for late payment rees and other incidental activities
sudl u account maintenance seM'IS to IXCs to enable them to identify their
prcsubscribed customer bue. It excludes certain enJwlced, billing and collection. CPE,
directory and non-telecommunications revenues as specified in the inltNctions for FCC
Fonn 4S7line 38. This method, is aJ)propriate for allocatina the US'F revenues by basket,
since it utilizes the same revenues for allocation as utilized for computing the totaJ USF
exoaet'lOus.
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AJ1eutiop to the '[n1ft. Service lands

The second stale oC the allocation proccls took the USF exoaenous amount allocated to
the uunking buket Iud split it amona the service bmds. Ameriteeh based this allocation
on revenues that result tom direct biDina ofspecial access end users. These annual 1996
revenue. (561.1M) were divided accordina to the type of seMce (e.8- LT·1, audio) and
are displayed in llevised Exhibit 4 of the Access Reform FiJi.. In companIOn, total
intentate spec1alaccess revenues are identified in the TaP u the tum oflinc. 1SO, 190,
and 200 ofllTE·l in the amount ofS483.4M. These revenues includ.o not only revenues
that result from direct billinS ofspecial access end users, but also special access revenues
from interexchanse carriers. reselJers, cellular provid,l'i. wireless providers, and other
local exchange complnies.

While the 567.1M revenue is appropriate to .Uocate USF trunking exogenous amounts to
the service bands within the uunking basket, it is not appropriate for allocatins the USF
exosenous amount to the trunking basket. In large part, this conclusion is based on the
manner in which QJstomeu are able to J)urcbue special access out o(FCC TarifFNo. 2.
End user customers have a choice ofobtaining standard special access circuits that go
through a POP directly from Ameritech or throuah a wholesaler. such u an !XC. There is
no functional difference between the options; it is simply I billini option ofthe customer.
TJ'ing this amount in the allocation to the tronkina basket is inappropriate because it
would base the allocation of the USF exogenous amount to the tNnking basket on
revenues that would not normally be considered end user revenues ~cept for billing
options available under FCC Tariff'No. 2,
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FCC Form 45'
(Universal SerYiC!e Worksheet)

Porm 457 was 4evelopecl by the FCC to dtcermiDl !be revcul. from each
teltcommUDicatiou proYicler that is subject to the t!SF coDtributiOD factor. It is requited to be
submitted twice a year, six months revenue reported in September and twelve months 1'CVenue
reported in March.

The top pDl'tion of'Form 457, Page 2, (Lines 22 throuah 33) reflects revenue from r.sellers
and inunxch.anp camas (!XC's), that is~ revenues from customers not clUlitied as end users and
not included in the USF contribution base. Line 24. titled "Local private line a: special access" is
primarily special access rlvenues derivld from IXC's and in certain cases from business customers
who purchased access scrvites from FCC TariffNo, 2.

The bottom portion ofForm 457 (Lines 34 throqh 47) reflect ~VCDueS from end user
customen and make up the USF cOutribution base (Line 48), Like LiDe 24, Line 36 is also titled
"Loca11'rivate. line • speciallccess" but in this cue is primarily local private line revenue from end
user business customers who purchued services from the looal1lrlff'.

In order to detennine the reuonableness of revenue amountt reported, total Ameritech
opcratinl revenues are shown (Line SO), even tl:Iouih onl~7 Line 48 revcnuei~ used in calculatina
the USF contribution, Line SO revenues are on an MR (FCC basis) and, when reponed for the full
)'CU, agree Ytith the total operating revenues reported in ARMIS.
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